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. July lo, 1963
Honorable Howard W. Cannon
Chalrmen, Military Pay Subcommlttee
United States Senate
Washington 25, D. C.

My dear Senator:

I am wrilting to you as Chairman of the Special Subcommittee that will consider
the military pay bill, H.R. 5555, which passed the Fouse of Representetives, and
particularly with reference to Section 4 of the bill which permits those persons
retired prior to Jume 1, 1958, who are peid under the Career Compensation Act, to
recompute their retirement pay under existing pay scales and in addition recelve a
5% cost of living inecrease.

As you know, the Committee on Armed Services reported a bill to the House of
Representatives which granted a 5% cost of living increase to a2ll retired personnel,
including those who retived prior to June 1, 1958. The Committee bill did not permit
recomputation.

By a teller vote of 152 to 126, an amendment was adopted on the Floor of the
Housce which permitted those retired prior to Junme 1, 1958; to recompute their retire-
ment pay under the pay scales enacted in 1958 and in addition receive o 5% cost of
living increase. There was no record vote. i

In 1958 the Congress adopbed a policy of not applying active duty pay scales
to those previously vetired. We 4id grant a 6% cost of living increase. I was of
the opinion then, and I am of the opinion now, that the decision we made in 1958 was
sound aid that we should not change that declsion.

It has never wade sense to me to permit retirement pay for milltery personnel
to be based upon pey scales that were not in existence at the time the individual
retired.

Members of Congress cannot recompute their retirement psy after they retire on
any pay increases thet may thereafier be enacted.

Civil Service annuitents cannot compute their retirement pay on increascs
enacted after they retire.

I know of no industry that provides retirement pay based upon pay scsles that
are leter inereased for their active employeesn.

We made the decision in 1958 to put retirecment pay on the basis of the pay the
individval was receiving at the time of retirvement. We sghould adhere to that decision.
The amendment adopted on the Floor of the House is a reversion to an old system which
was unsound in principle, and cennot be Justified under any cireumstances.

Frankly, I am very deeply concerned about the costs of military retirement.

The Defense Appropristion Bill for Fiscal 196b4 contains $1,029,000,000 for
Fiscel 196k retired pay costs. ‘

Without regard to any further increeses, ineluding those contained in the bill
that has passed the House, owr military retired pay costs will exceed $3,000,000,000
in 1980.

And even with the cost of living increases that will be provided in the bill
thet passed the House, that will go into effect automaticelly whenever the cost of
living goes up 3% or more, it 1s estimated thet retirement costs, based upon & &%
cost of living increase every L years, will exceed $4,135,000,000 by 1980.

The amendment adopted in the House undouvbtedly mesns that in any future pay
inereases a determined effort will be made on the part of retired personrel to obtain
»ecomputation under e new psy scales.

1 don't believe anyone really believes that retired personnel will be satisfied
#ith recomputation under existing pay scales if they are succesgsful in cbiaining
recompubation in the present pay bill.

And if we take the average increases in militery pay since the end of World War
II, which approximates an 11% increase every three years, and project that in the future
on the basls of recomputation, the retirement costs for military peraomnel in 1960 will
exceed $6,415,000,000 annvally and by 1993 will exceed $7,800,000,000 a yesr.

It is perfectly obvious to me that if the recamputation amendment adopted on
the Floor of the House 1s epacted, then recomputetion will be reesteblished as a nethod
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This can have only one result, the imposition of many restrictionsz on
present retirement practices.

Amy restrictions that are imposed upon the present retirement system
wmy well affect our retention problem and cremte grave problems in the future.

I am Pirmly convinced that the enactment of the recamputation amendment
will seriously Jjeopardize the entire military retirement systen.

While I have the greatest respect and admiration for those individuals
who served in the Armed Forces faithfully and honorably in the past, nevertheless
my first concern must be for the aetive duty forces, snd the retention of dedicated,
competent personnel who must bear the responsibility for defending oux nation in
the years ghead.

The amendment adopted on the Floor of the House which authorizes re-
computation and a 5% cost of living increase has an ultimate lifetime cost to
“he taxpayers of $600,000,000. This is not an insignificent sum. but beyond that
is the faet thet 1T the recomputation amendment becomes law there is no question
that recomputation will be sought be all retired personnel in the future with each
successive pay bill. And the number of persons on the retired list is increasing
Ty 50,000 each year. By 1990 I am advised that there will be 1,061,000 persons
on the retired list.

When you analyze the amendment adopted on the Floor of the House, I
would call to your attention the increases that will be provided for personnel
who retired prior to June 1. 1953:

Annael
Pregent Recomputa- Tnerease
Crade Pay tion & 5%  Dollarwise

Former Chiefs of Staff $12,1580 $17,712 $5 532
Generals and Admirals 12,180 16,063 3,838
It. Generals and Vice Admirals 11 220 1,172 2,952
Major Generals and Rear Admirals {Upper) 10,272 12,762 2.495
Brig. Generals and Rear Admirals {lover) 9,228 11,100 1,372
Colonels and Captains (30 years) 7,740 9,312 1572
It. Colonels and Commanders {27) 5,760 6,538 308
MeJors and Lt. Commanders {26) L, 3096 5,172 76
Captains and Lieutenants (25) L, 092 L,296 20k
1st Lts. and Lieutenants {jg) {25} 3,258 3,h56 162
24 Its. and Eosigns {27) 3,216 3,372 156
E-7s (23) 2,340 2,532 192
E-6s {(23) 2,112 2,220 108
BE-5a {24} 1,963 2,064 o6
E-bs {25) 1,7h0 1,824 84

Ngv let's analyze what some of thess increases mean, percentagewise.

A former Chief of Staff who has not served on active duly since
June 1, 1958, will receive a 45.4%% increase in his retirement pay. At the same
tiwe, under the bill thet has passed the House, a Chief of Staff now aserving on
active duty will receive only a 5% increase in his basie pay.

Former generals and admirals who retired prior to June 1, 1958, will
receive a 31.9% inerease in thelr vetirement pay. Active duty generals end
admirals will receive a 5% increase in basic pay.

Lieutenant Generels and Viee Admirels retired prior to June 1, 1958,
will receive a 26.3% increase in their retired pay; active duty Lieutenant
Generals and Vice Admirsle will receive e 5% incresse in their active duty pay.

Major Generals and Rear Adwirals in the upper half retired prior to
June 1, 1958, will receive a 24.3% incrsase in retired pay; active duty Major
Cencrsls and Rear Admirale will receive o 5% inerease in their pay.

Retired Brigadler Generals and Rear Admirals in the lower half retired
prior to June 1, 1958, will receive a 20.3% increase in retired pay! astive duty

Brigadier Generals end Resr Admirals of the lower half will rscelve e 5% increase
in basie pay.
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Colonels retired prior te June 1, 1958, will receive o 20.3% ineresss
in retired pay; active duty Colonels will receive a 10% increase in basic pay.

iieutenant Colonels retired prior to June 1, 1958, will yvecelve a b b%
fncrease in retirement pay; active duty Ileutenant Colonels will receive an average
inerease of 12.1%.

It is also interesting to note that the average retired Major will receive
a 5.6% inerease in his retired pay if he retired prior to June 1, 1958, wiile
the active duty pay of Msjors will be increased by 15.1%.

All other retired persomnel, with the exception of E-7s, who retired prior
Lo June 1, 1958, will receive approximately the same inereases in thelr retiremert
pay under recomputation es they would receive under a atraight 5% cost of living
increase .

I £ind 1t very difficult to Justify e pay proposal which grants to
Lisutensnt Colonels and above a higher increase in thelr retirement pay than the
active duty forces of compareble grade will veceive, particularly since ihese
ofPicers have not served on active duty since June 1, 1958.

1 ask you, Senator, how can increases ranging from 20% to 45% for
retired Generals, Admirals, and Colonels be justified when they have not served on
active duty since June 1, 1955, while at the same time the increase for officers
on active duty in the grades of General and Flag officer is only 5%, and 10%
for Colonels? In other words, Senator, the smendment would give higher percentege
increases to those retired than to thos® on active duty.

i am guite sure the Congresz would not provide sctive duty percentsge
increases to the extent the amendment does for this group of about 23,000
retired officers who are the main beneficiaries of recomputation which, as I have
pointed out, will uitimetely eost the government nearly $600, 000, 000 .

You may be interested in some figures that T have obtained from the
I?e’pam;&nt of Defense concerning the estimated life-time cost of recomputation
wing 5%.

T am advised that the estimated life-time cost for 112,484 retired
personnel who would benefit by recowputstion, involves an uitimaie expenditure
of $504,298,845, without regard io the Coast Guard, Public Health Sexvice and
the Coast and Geodetic Survey.

0f this total, $291,892,397 will be paid to 23,479 cfficers sexving
in the grade of Lieutenant Colonel and sbove.

On the other hand, 99,005 retired personnel will only receive $212.397,443
during their lifetime as a reanlt of recomputation.

It 48 intevesting to me %o note that under recomputation aboul 20%
of the beneficiaries will recelve almost 60% of the benefits in dollars.

T sincerely hope that you will thoroughly analyse the recomputation
amendment adopted on th e Floor of the House and sgree with me that it should
not remain in the dill.

In the past, the Senate Armed Services Committee has rejected racomputa-
tion. As you will recall, your Committee haed a study wade by the University of
Michigan which coneluded that the proper, fair and equitable thing for the
retived forces was cost of living incresses. T agree wholeheartedly with this
conrlusion.

1 remain,
Yours very respectfully,

fatgned )} Cexl Vinson

Carl Vinson
Chairman
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